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HIGHLIGHTS OF THE THREE YEARS ENDED 


+__A-4-6-J-S 3 |___ : ——_ . : 
em —— eee 
1996 1995 1994 
NetiSalesmra ei thas Go nior tae OTT. $ 130,912,000 $116,776,000 $ 112,166,000 
NESMlaeonTGs oa aces on oo Oo coe mee OY ay $ 91,297,000 $ 20,453,000 $ 12,683,000 
Eamings per Share»... 1. eee eyes $ 2.76 $ 2.66 $ 1.65 
Dividends per Share... .. 01s e eee net $ 2.48 $ 2.42 $ 2.30 
Average Number of Shares Outstanding, ....; 7,711,864 7,700,239 7,686,124 
Shares Outstanding at Year-End ...... pase 7,720,953 7,703,155 7,692,975 
Number of Shareholders....-. 0.0 e ry reas 9,280 9,356 9,499 
Number of Employees ....... 0+. - 0s scves 149 148 144 


Highlights of fiscal 1996 . 

¢ Gurreant Ratio; 3/4 to 1 

* Net Sales per Employee: $879,000 

* Net Income to Average Shareholder Equity: 46.57% 
e Receivables to Net Sales: 16.4% 

e Inventories to Net Sales: 3.0%” 


* Does not include effect of product held at contract packagers. 


Net INCOME T0 AVERAGE 
SHAREHOLDER EQUITY 


Net SALES 
(Dollars shown in thousands) 
————— 


$130,912 47,2% 


46.5% 


$112,166 $116,776 


28.9% 
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EARNINGS PER SHARE DIVIDENDS PER SHARE ; ) 
———————————————————— Se | 
$2.48 
$2.66 aes $2.30 $9.42 
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LETTER T0 OUR SHAREHOLDERS 


NovemBerR 1, 1996 


“WE HAVE CREATED A NEW 
VISION, NEW PRODUCTS AND 
NEW MARKETS TO PROVIDE 


A NEW DIRECTION FOR YOUR 


COMPANY.” 


Welcome to your “new” WD-40 Company. 

We have created a new vision, new 
products and new markets to provide a new direction 
for your Company. 

It is a direction that is going to energize 
WD-40 Company with a renewed vitality to fulfill its 


historic corporate objective of increasing earnings 
and dividends 

Our new direction is symbolized in the 
new WD-40 Company logo you may have noticed on 
the cover. It represents a shift from a company with 
one highly successful product to a company with 
three strong products that will enable us to achieve 
dominant market share in the multi-purpose lubricant 
category worldwide. 

HIGHLIGHTS OF THE YEAR 

ADDING NEW PRODUCTS is easily the 
most exciting news we have ever had, especially for a 
company that has sold one product since its start 43 
years ago. The well-known 3-IN-ONE Oil brand was 
acquired from Reckitt & Colman P.L.C. in December 
1995; and a new product, T-A-L 5, a premium, 
extra-strength lubricant, was developed and will be 
launched in November 1996. 

NET SALES worldwide were up $14 mil- 
lion, representing a 12.1% increase over 1995 and 
pushing the total to a record $130.9 million. North 
America posted a modest gain of 3.4%, while exports 
from the U.S. to Latin America and Asia were up 45% 
and 28%, respectively. Sales from our U.K. sub- 


sidiary into Europe and the Middle East grew by 24%. 


International sales now account for 44% of sales 
compared to 38% a year ago. 3-IN-ONE Oil general- 
ed sales of just over $5 million for the approximate 
one-half year it was owned by the Company. 
OPERATING INCOME increased by a 
modest 3.8% to $32.7 million. Several factors com- 


bined to adversely affect income, including higher 
product costs due to inflationary pressures on the 
components, added costs associated with promotion- 
al packaging and increased operating overheads. 

NET INCOME (which included amortiza- 
tion expense, net of tax, of $.09 per share) was $2.76 
per share, Up 3.8%. 


DIVIDENDS were increased by 2.5% to 
$2.48 and returned an average yield of approximately 
5.7% for the year. 

THE GLOBAL MARKETPLACE accounted 
for nearly $58 million in sales this year, and we 
expect that figure to grow steadily as WD-40 
Company becomes more global in scope each year. 
Changes in personnel assignments continue to be 
implemented to ensure rapid expansion in worldwide 
markets for all three of the Company's products. 
ENVIRONMENTAL REGULATIONS regard- 
ing VOCs (Volatile Organic Compounds) came into 
focus during fiscal year 1996 and we responded in 
June by changing our propellant from hydrocarbon to 


CQ, thus reducing the VOC content. This change will 
not affect the performance of our products, in fact, it 
will allow more usable product to be sprayed from 
each can. 


BUSINESS is not without RISK, so you 
should be aware of some areas that could affect your 


Company. Changing purchasing policies of key 


accounts around the world could have either a posi- 
tive or negative effect on our business. And because 
litigation seems to be ever more prevalent in today’s 
sociely, your Company, along with the entire business 
community, will always have some legal exposure. 
THE OUTLOOK for your Company 
remains positive. Growth in North America will be 


steady, and should be enhanced by the introduction of 
T-A:L5, With the addition of 3-IN-ONE Oil and 
aggressive market development for WD-40, the 


potential for increased sales worldwide is obvious. 
We hope you will be as excited as 

Management is about your Company's new direction 

We firmly believe it will lead us to record sales 

and earnings and to increased dividends in fiscal 

year 1997. 


Sincerely, 
Gerald C. Schleif 
President, Chief Executive Officer 


New DiReEction, New PRooducrtTs 


"We are no longer 
a one product company. 
Our goal is to achieve 
a dominant market 
share of the entire 
category worldwide: 


After more than four decades of manufacturing and Company with a built-in distribution network in 17 
selling one product, WD-40 Company did not countries, including nations in which the WD-40 
Petey decide to expand its direction overnight. The brand is not yet sold. Piggybacking the WD-40 
process of planning a new direction was undertaken brand onto this well-established network will be 
OPPORTUNITY thoughtfully and cautiously — and with the help of invaluable to the Company's future growth. 
extensive market research. And 3-IN-ONE itself is a strong product 
Once the plan was set, however, execu- that offers tremendous growth potential in dozens of 
tion was swift. In less than one year, the Company Third World and developing countries where it can 
acquired the 3-IN-ONE Oil brand from Reckitt & be sold in small, affordable units that provide people 
Colman P.L.C. and put the finishing touches on a with an entree into the world of lubricants. 
brand new product, T-A+L 5. In the maturing markets of North 
The goal: to enable the Company to America, U.K. and Australia, sales of the WD-40 
dominate an entire category of lubrication products brand are expected to continue to grow steadily, 
by combining the smaller, niche markets targeted by while T-A-L 5 will be introduced into the 
3-IN-ONE Oil and T-A-L 5 with the massive, broad- Company's distribution system to penetrate the 
WD-40 based market enjoyed by the WD-40 brand. niche market of sophisticated industrial users who 
The three complement each other need an extra-strength lubricant. 
: perfectly, providing WD-40 Company with a As 1997 begins, WD-40 Company is no 
3-IN-ONE powerful product lineup that will reduce the need longer just the WD-40 brand. It is a company with 
3-IN-ONE AND T-A:L 5 PROVIDE WD-40 COMPANY for distributors to stock — and users to buy — other three distinct products that will give the Company 
INCREMENT ADSA DES OREORTUNII: WD-ADAWILE lubricants. the leverage to help distributors and retailers drive 
REMAIN THE PRIMARY SALES LEADER COMBINED, " 
FLEWIRREIEVPEC TED TO ACHIEVERS AE SEND The new product lineup has given the traffic, increase sales and improve margins. That, in 
PROFIT GOALS OF THE COMPANY Company the flexibility to create a powerful world- turn, will translate into higher earnings and greater 
wide marketing strategy. The acquisition of dividends for years to come. 


3-IN-ONE Oil, for example, instantly provided the 
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TeA-L 5: 

New Extra 
Strength Lubricant 
for Tough Jobs. 


Scheduled for launch in November 1996, T-A-L 5 


4 


is an extra-strength synthetic spray lubricant for 
heavy-duty applications. T-A-L 5 was created to be a 
product that will find its own identity with users and 


not divert sales away from WD-40 itself. It will be 


targeted at specialized users in the trades and general 
industry, especially manufacturing. 

T-A-L 8 — which stands for “Trip 
Additive Lubricant / 5 functions" — resists breakdown 


€ 


due to corrosion, friction, temperature, load and 
motion. Applied to metal, rubber or plastic, T-A-L 5 
provides long-lasting film strength and durability, 
which can ultimately help prolong the life of 
equipment. 

T-A-L 5 is aimed at an industrial niche 
currently occupied by scores of competing products. 
T-A-L 5 can dominate that niche for two reasons: 
first, it can be funneled into WD-40's extensive 
distribution network; and second, as a high quality, 
multi-application product, it will eliminate the need 
for distributors and users to stock the slew of 
marginally effective heavy-duty spray lubricants 


currently in the market. 


Extra-Strength Lubricanl 


WD-40e: 
America’s #1 
Multi-Purpose 
Product. 


The WD-40 brand may no longer be the only product 
offered by WD-40 Company, but it is still the most 
important, serving as the cornerstone for all the 
Company does. 

WD-40's versatility has made it the world’s 
number one multi-purpose problem solver. It has five 
basic functions — cleaning, lubricating, penetrating, 
displacing moisture and preventing rust. WD-40 has 


thousands of uses at work, in the home, for the car, at 


the workbench, in the garden and on sports and 


recreation equipment. 

The success of WD-40 has spawned 
literally hundreds of imitators, some backed by billion- 
dollar corporations. However, strong brand loyally has 
enabled WD-40 not only to withstand incursions by 
competitors, but to actually expand its market share in 
the multi-purpose category. 

There are ambitious plans for the 
Company's flagship product, both in the maturing 
markets of North America and Europe, where growth 
is expected to steadily increase, and in the rest of the 
world, where there is tremendous potential for the 


foreseeable future. 


_fl 


Stops Squeaks 
Protects Metal 
*Lousens Rusted Pul'té 
‘Frees Sticky Mechais"s 


3-IN-ONE®: 
Precision 
Lubrication, 
Drop by Drop. 


3-IN-ONE Oil is a lubricant consumers have relied on 
for more than a century. No other drip oil is found in 
as many homes or is as well known as 3-IN-ONE. It is 
also heavily used by industry, having established itself 
as a trusted leader in such diverse areas as locksmith- 
ing, HVAC, marine, farming, construction and jewelry 
manufacturing. 


The key to 3-IN-ONE's success is the 


lubrication control it gives consumers and industrial 
users. 3-IN-ONE's unique drip tip allows precise 
application for small mechanisms and assemblies, tool 
maintenance and threads on screws and bolts. 
3-IN-ONE’s quality and distribution 
system has enabled the product to gain international 
acceptance. As a low-cost, entry-level lubricant, 
in the 
developing nations of Eastern Europe, Latin America 


3-IN-ONE also has excellent growth potentia 


and Asia. In addition, the acquisition of 3-IN-ONE will 
facilitate the introduction and marketing of the WD-40 
brand as consumers become more sophisticated in 


their lubricant needs. 


LUBRICATES, CLEANS 
& PREVENTS RUST 


DANGER: cowausrou: wamu on ara. 


AEP OUT OF REACH OF CHILDREN 


SEE CAUTION DW BAX PANEL 


INTERNATIONAL CORPORATE FOCUS ws 


Internationally, WD-40 Company enjoyed another | 
strong year. Now, with the addition of 3-IN-ONE 

Oil and T-A+L 5 to its product line, WD-40 

Company is positioned to continue its worldwide 


ToTAL SALES HISTORY INTERNATIONAL 
OPERATION 1994-1996 ($000) 


growth in the entire category. 40,112 
In fiscal year 1996, key company 
strategies aimed at building the WD 40 brand 
globally paid off handsomely. International sales 
last year grew to $51.4 million, an increase ol 
28% and now accounts for 44% of the Company's 
sales. Sales in Europe, the Middle East and Africa 


increased 24%; Latin America and Mexico sales 
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rose 45%: and Pacific and Asia sales jumped 
28%. 
One of those strategies — to increase 


end-user awareness and distribution in global Sates History For Operating Units 


000 
markets — has been so successful that WD-40 is ($ 
now marketed in more than 135 countries and in 
j Europe, MIDDLE LATIN AMERICA 
30 different languages. Pummnne Barn 


East & AFRICA & Mexico 


The core of that global strategy is the 
efficient outsourcing of sales and marketing, an 
approach that allows WD-40 Company to carry 


out its four “P’s" (Product, Policy, Programs and 
People) in countries all over the world. 


It is accomplished by establishing 


Strategic alliances with marketing distributors in 
each country. The Company takes care of 
Product, shares responsiblity for Policy and 
Programs, and turns over the People portion to 


the marketing distributor who has the local 
DISTRIBUTION OF INTERNATIONAL 


knowledge and expertise to successfully promote, 
Sates By OPERATING UNIT 


sell and distribute product. The Company has 


entered into more than 60 such strategic distribu- 
U.S.A. & Canada 


torships, which eventually will account for a third 


of all revenue. 
Pacific & Asia 


This strategy will be made even more 
powerful as the Company begins to take full 


advantage of the extensive worldwide distribution 
network that was a major benefit of the 3 IN ONE 


acquisition. Combined, they will soon begin 
Latin America 


attracting new consumers to WD-40 Company's 3% Menien 


family of lubricants, 


Europe, Middle East & Africa 


REPORT OF INDEPENDENT ACCOUNTANTS 


Price Waterhouse Lip 


To the Board of Directors and 
Shareholders of WD-40 Company 


In our opinion, the accompanying consolidated balance sheet and the related consolidated statements of income, of shareholders’ equity 

and of cash flows present fairly, in all material respects, the financia! position of WD-40 Company and its subsidiaries at August 31, 1996 
and 1995, and the results of their operations and their cash flows for each of the three years in the period ended August 31, 1996, in 
conformity with generally accepted accounting principles. These financial statements are the responsibility of the Company’s management; — 
our responsibility is to express an opinion on these financial statements based on our audits. We conducted our audits of these statements 
in accordance with generally accepted auditing standards which require that we plan and perform the audit to obtain reasonable assurance 
about whether the financial statements are free of material misstatement. An audit includes examining, on a test basis, evidence support- 
ing the amounts and disclosures in the financial statements, assessing the accounting principles used and significant estimates made by 
management, and evaluating the overall financial statement presentation. We believe that our audits provide a reasonable basis for the 
opinion expressed above. 


oe L£cP 


San Diego, California 


October 4, 1996 


WD-40 COMPANY CONSOLIDATED STATEMENT OF INCOME 


Year ended August 31, 
1996 1995 1994 
Net sales... . 2. ssstenatacestate atezs fevenvelaives osieiorensre scout cate 16% $ 130,912,000 $ 116,776,000 ~° $ 112,166,000 
Cost of product sold’ suiccerewres sereuts casa Petie ats Gad pinot 57,925,000 50,229,000 47,028,000 
GOSS DrOti tiereyeygeeuace com ttetateter ere tocs ema eraierecrnetcOn cca? aero e Tete 72,987,000 66,547,000 65,138,000 
Operating expenses: 
Selling, general and administrative .............. 20000 0s 27,027,000 23,759,000 21,896,000 
Advertising and sales promotion... 2.2... 0... ccc cee ee ewes 12,219,000 10,973,000 10,570,000 
NOTE THOM COO va-0-6 oo o-nJor Grom eee! abo Rea ee 1,065,000 333,000 289,000 
Litigation settlement (Note 11) ...... ee eee eee eee nee 12,628,000 
40,311,000 35,065,000 45,383,000 
Income from operations .... ibe ede eee ee ee ee eee neue 32,676,000 31,482,000 19,755,000 
INEGNeSHINCOM@ NG Lier stee menmenrtnrs orator ta care a mOnae racannl ai 398,000 1,118,000 621,000 
OTHESINCOMERNE tee epenccatenceery add erecacerevsieitieaateotnace” cameo meters o 338,000 53,000 107,000 
Income before income taxes .. 0.0.0.0... ccc cece eevee evans 33,442,000 32,653,000 20,483,000 
Provision for income taxes ... 2... ee cc ee eee as 12,115,000 12,200,000 7,800,000 
NGIZIN COME Sete cpeyece weenie teret cc SRee on Mr mn nrg ming $ 21,297,000 $ 20,453,000 $ 12,683,000 
EArmingSspersshal'ece fers sicue Si tacciorerc cravencraueralleustacsvevese/ecece euace $ 2.76 $ 2.66 $ 1.65 


Average number of shares outstanding .................-.... 7,711,864 7,700,239 7,686,124 


, 


See accompanying notes to consolidated financial statements. 
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WD-40 COMPANY CONSOLIDATED BALANCE SHEET 


Assets 


Current assets: 
Gashrandicashnequivalentsmesmemettcerttc ats cere re te tare tnt eeceneyspeseroenes 
SHOM=TeKMMINVEStNCMtSmnatetmentteer one tecne ete ogee coerce cet ret cttw ce Nene sensnavansnseacs 
Trade accounts receivable, less allowance for cash discounts 

and doubtful accounts of $420,000 and $476,000 
Product held at contract packagers ..............ssessessensereesssesensenseserserserereeens 
IMVEMTOTIOS: cess ccccsseeesectssc << cc Seeeee eee: Pea Te apanseentoadeWonmnstievessbtencnecs ORO OTITS 
Other CUreNt ASSETS cocousnaavervacaornccccssconraesysincnessssAonsessudonuusheonchteressdepodebvsuedeedternadaens 


Total CUrrent ASSELS) .. cpraccisaseccnecssacsecscnceyeccaneknessesenecessvevensioactvecesrasenccesers Gouvenes 


Property, plant and equipment, net.............ccccaccsossescesecsseetocensonentercerensenesnsersnseensestageees 
ong-termilinvestreants: sescsre:scs::s c2ttmesccsswesrannsensasshensescancsranrees epics vexssteunctiesraieatecceuma te 
Goodwill, net.......... sscctiMeitesssssrssscssansnvans saci senepvaVasnnveNevaul kav seen kenscsavtopadecoketenenenienteaongessus 
Other assets ........... i aerrnesdty Sogaodtachee Pek ceiee SETS HES oe UPTO" Popa en oP nuh BRA AT 


mee ee: ‘and Shareholders’ Equity 


Current liabilities: 
Accounts payable and accrued liabilities ....... ns: csoscnaceh auepaneaagebuauasnesieeaenyavshNeinennnasas 
Accrued payroll and related expenses: <......0:...,........,..elecssesereasversuceservevaveassteseerseverese 
Incomeitaxes payable seeks cc eres .-c. nets: teas. «s+ «vonuawunsexvadebRaacno ies CoNNavasslowaEvac rats 
Current portion of long-term debt .........secscsecseereesceestsnsssescenesssrarssserssscasseseressenereres 


Total currentsliabilitieS: scsvrecvecesttwovsecenscteccnsnsscvenscncmievesvensausacassnopeesnenvensseoes 


LONQ=terim debtyprerccessaedevasntidcansdcoovdnsvesavesancdacteasievresnsveusbatshossknestedeciesuevenaveududsvvavantiaede 
Deferred employee DanefitS ........Sssssteveatscseccsscacecencsosesqotcdsvencsecontdsveccvestasseseuebbacesccivenaves 


Shareholders’ equity: 
Common stock, no par value, 9,000,000 shares authorized - 


7,720,953 and 7,703,155 shares issued and outstanding ...........ccccecccceecceeeeeeeee 
Paid=inlcapitallle:.----:-crsspevneerarsanrceeteraoshnsvsaoiaua puvonems pubevennsaversonscpafaustranccovantamsvaharansui 
RatainedsearnimgS cccssmescsetmene cs utacrs aapakenGanenonaad bunencaocavsamorebvenspersvoaueoves\enepuayene , 
CUMUlAtiVE translation) AdjUSTMENE <2... sewsceynvedvisenseseveanbsaaksaiesabhanspaxcvesucnecseuseyeroesba 

Total shareholders’ equity ....... ROE URCUU CU POST UL OTM COP 


Commitments and contingencies (Note 12) 


See accompanying notes to consolidated financial statements. 


August 37, 


1996 


$ 6,748,000 
104,000 


21,440,000 
2,304,000 
3,867,000 
3,170,000 


37,633,000 


3,938,000 
4,044,000 
14,392,000 
1,651,000 


$ 61,658,000 


$ 5,784,000 
2,737,000 
1,879,000 

706,000 


11,106,000 


2,427,000 
954,000 


3,381,000 


6,603,000 

321,000 

40,425,000 
(178,000) 


47,171,000 


$ 61,658,000 
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1995 


$ 11,090,000 
13,227,000 


17,088,000 
2,307,000 
2,570,000 


3,298,000 


49,580,000 


3,467,000 
4,378,000 


2,154,000 


$ 59,579,000 


$ 4,749,000 
2,619,000 
3,053,000 

659,000 


11,080,000 


3,132,000 


862,000 


3,994,000 


6,083,000 
321,000 
38,251,000 


(150,000) 


44,505,000 


$ 59,579,000 


WD-40 COMPANY CONSOLIDATED STATEMENT OF SHAREHOLDERS’ EU iiey 


Common Stock SAGE: 
—EEE————_————EE Paid-in Retained translation 
Shares Amount capital earnings adjustment 

Balance at August 31, 1993 7,670,781 $ 5,180,000 $ 221,000 $ 41,428,000 $ (1,136,000) 
Issuance of common stock 

upon exercise of options 30,965 961,000 
Repurchase of common stock ; 

upon exercise of options (8,771) (421,000) 
Cash dividends (17,678,000) 
Compensatory stock options 71,000 
Change in cumulative translation 

adjustment 786,000 
Net income 12,683,000 
Balance at August 31, 1994 7,692,975 5,720,000 292,000 36,433,000 (350,000) 
Issuance of common stock ‘ 

upon exercise.of options 10,180 363,000 
Cash dividends (18,635,000) 
Compensatory stock options 29,000 
Change in cumulative translation 

adjustment 200,000 
Net income 20,453,000 
Balance at August 31, 1995 7,703,155 6,083,000 321,000 38,251,000 (150,000) 
Issuance of common stock ' . 

upon exercise of options 22,696 747,000 
Repurchase of common stock 

upon exercise of options (4,898) (227,000) 
Cash dividends (19,123,000) 
Change in cumulative translation f 

adjustment : (28,000) 
Net income 21,297,000 
Balance at August 31, 1996 7,720,953 $ 6,603,000 $ 321,000 $ 40,425,000 $ (178,000) 


See accompanying notes to consolidated financial statements. 
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WD-40 ComPANY CONSOLIDATED STATEMENT OF CASH FLOWS 


a 


Dividends paid 


Net cash used in financing activities 


(19,123,000) 


(19,261,000) 


(18,635,000) 


(18,887,000) 


Year ended August 31, 
1996 1995 1994 
Cash flows from operating activities: 
NGURIM GOING tes cere ereeeerer ee rrreare ates carrey i seaen are 1 bv Bas $ 21,297,000 $ 20,453,000 $ 12,683,000 
Adjustments to reconcile net income to 
net cash provided by operating activities: 
Depreciation and amortization .......... 0.0: s cee eens 1,760,000 996,000 844,000 
Loss on sale of equipment ..................0-seeeees 32,000 124,000 39,000 
Non-cash compensation... ...... 0-0 see eme cere eewinae 29,000 71,000 
Decrease (increase) in long-term deferred income taxes ...... 585,000 (639,000) (37,000) 
Changes in assets and liabilities: 
Trade accounts receivable «=... ee eae oieiey (4,276,000) (2,205,000) (838,000) 
Product held at contract packagers ...........- eeu aee 3,000 1,460,000 (3,767,000) 
IVENtOTICS tees eee eee ee ON etait tee cece) (1,270,000) (78,000) 3,103,000 
QttlepassciSan re eee ce eee ee ep ereceliers (308,000) (1,585,000) 47,000 
Accounts payable and accrued expenses .........040- 1,109,000 650,000 (427,000) 
Income taxes payable . °% Fo. . e ee. ss ke agen oie (832,000) 2,166,000 (1,483,000) 
Long-term deferred employee benefits ........--...055 92,000 63,000 98,000 
Net cash provided by operating activities ........... 18,192,000 21,434,000 10,333,000 
Cash flows from investing activities: 
Decrease (increase) in short-term investments .........5e005 13,123,000 (4,077,000) 1,739,000 
Non-cash intangible assets of business acquired .......,.-..5. (15,047,000) 
Decrease in investment with bonding agency......... 20.0205. 8,117,000 
RroceadSptrompsalesatee gui PIelitunerncneimtte-tetsyersVasecelenersissicacertis 163,000 307,000 170,000 
Capital expenditures sn we cee ejetecgione exeseioars (1,353,000) (1,371,000) (796,000) 
Net cash (used in) provided by 
investing activities ©... 0... ccc eee ee eee (3,114,000) (5,141,000) 9,230,000 
Cash flows from financing activities: 
Proceeds from issuance of common stock ..........-ee0eers 520,000 363,000 540,000 
Repayments of long-term debt... 6... cece ee ee eee ee eens (658,000) (615,000) (594,000) 


(17,678,000) 


(17,732,000) 


Effect of exchange rate changes on cash .. 2... . ce ee eee eee (158,000) 169,000 8n2,000 
(Decrease) increase in cash and cash equivalents ... 6.6.6. sees ees (4,342,000) (2;425,000) 2,633,000 
Cash and cash equivalents at beginning of year 2... ee cee eee eee 11,090,000 13,515,000- 10,882,000 
Cash and cash equivalents at end of year, . 6... ee ee eee eee eee $ 6,748,000 $ 11,090,000 $ 13,515,000 
“Non-cash investing and financing activities: 
Repurchase of common stock upon exercise 
OP OPTIONS: ere sees ters A cere gs ap apMenetans) eae ROCA. B $ 227,000 § -0- $ 421,000 
Long-term investment in low income 
housing {Note 9) 2... . ss. .swyatesens wrepniormifie simile acersiozerere « $ © -0- $ -0- $ 2,000,000 
Long-term debt related to low income 
housing investment (Note 9) 2.0.0.0... 002 c cece e eee $ -0- $  -0- $ 2,000,000 


See accompanying notes to consolidated financial statements. 
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NOTES TO CONSOLIDATED FINANCIAL STATEMENTS 


NOTE 1 - SUMMARY OF ACCOUNTING POLICIES 


Principles of Consolidation 

The consolidated financial statements include the accounts of the Company and its wholly owned subsidiaries, WD-40 Products (Canada) 
Ltd., WD-40 Company Ltd. (U.K.), and WD-40 Company (Australia) Pty. Ltd. All significant intercompany transactions and balances have 
been eliminated. 


Cash and Cash Equivalents 
Cash equivalents are highly liquid investments purchased with an original maturity of three months or less. 


Diversification of Credit Risk 
The Company’s policy is to place its cash, cash equivalents and investments in high credit quality financial institutions, government agencies 
and corporate entities and to limit the amount of credit exposure. 


Use of Estimates 

The preparation of financial statements, in conformity with generally accepted accounting principles, requires management to make esti- 
mates and assumptions that affect the reported amounts of assets and liabilities and disclosure of contingent assets and liabilities at the 
date of the financial statements and the reported amounts of.revenues and expenses during the reporting period. Actual results could differ 
from those estimates. 


Revenue Recognition ; 
Revenues are recognized upon the shipment of product to third party: wholesalers. 


Product Held at Contract Packagers 
Product held at contract packagers represents the inventory held at United States, Australian, and Canadian contract packagers underlying 
their obligation to pay the Company for the inventory acquired. 


These contract packagers will continue to package WD-40 products to rigid specifications, and upon order from WD-40 Company, ship 
ready-to-sell inventory to the Company’s customers. The United.States contract packagers, rather than the Company, are responsible for 
inventory control. The Company does not record a sale of the inventory until such inventory is purchased by third party wholesalers. 


Inventories 
Inventories are stated at the lower of average cost or market. The inventory balance primarily represents inventory owned by WD-40 
Company Ltd. (U.K.) and concentrate owned by WD-40 Company-(U.S.). 


Property, Plant and Equipment oe 
Property, plant, and equipment are stated at cost. Depreciation has been computed principally using the straight-line method based upon 
estimated useful lives of thirty to forty years for buildings and improvements and three to fifteen years for machinery and equipment. 


Goodwill 

Goodwill represents the excess of the purchase cost over the fair value of identifiable assets at the date of acquisition (Note 2) and is 
amortized on a straight-line basis over its estimated useful life of fifteen years. The Company evaluates the carrying value of goodwill at 
each balance sheet date as well as the amortization period to determine whether adjustments are required. No such adjustments have been 
recorded by the Company. 


Advertising Costs 1 
The Company expenses advertising costs when the liabilities arise. 


Fair Value of Financial Instruments P 

At August 31, 1996, the carrying amounts of the Company’s financial instruments, including cash equivalents, short-term investments, trade 
receivables and accounts payable, approximated their fair values due to their short-term maturities. Management believes that the estimated 
fair value of the Company's long-term investments and debt approximated their carrying values at August 31, 1996. 


Income Taxes 2 

Current income tax expense is the amount of income taxes expected to be payable for the current year. A deferred income tax liability or 
asset is established for the expected future tax consequences resulting from the differences in financial reporting and tax basés of assets 
and liabilities. Deferred income tax expense is the change during the year in the deferred income tax liability or asset. 


Foreign Currency 

The accounts of the Company’s foreign subsidiaries have been translated into United States dollars at appropriate rates of exchange. 
Cumulative translation gains or losses are recorded as a separate component of shareholders’ equity. Gains or losses resulting from foreign 
currency transactions (transactions denominated in a currency other than the entity’s local currency) are included in the consolidated state- 
ment of income and are not material. 


Earnings Per Share ~ 


Earnings per share are based upon the weightéd average number of shares outstanding during each year increased by the effect of dilutive 
stock options, when applicable, using the treasury stock method. 
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Stock-Based Compensation 

In October 1995, the Financial Accounting Standards Board issued Statement of Financial. Accounting Standards (SFAS) No. 123, 
“Accounting for Stock-Based Compensation.” SFAS 123 will be adopted by the Company as required for its fiscal 1997 financial statements. 
Upon adoption of SFAS 123, the Company will continue to measure compensation expense for its stock-based employee compensation plans 
using the intrinsic value method prescribed by APB Opinion No. 25, “Accounting for Stock Issued to Employees,” and will provide pro forma 
disclosures of net income and earnings per share as if the fair value-based method prescribed by SFAS 123 had been applied in measuring 
compensation expense. Accordingly, the adoption of SFAS 123 will not impact the Company’s financial position or results of operations. 


Long-Lived Assets 

In March 1995, the Financial Accounting Standards Board issued Statement of Financial Accounting Standards (SFAS) No. 121, “Accounting 
for the Impairment of Long-Lived Assets and for Long-Lived Assets to Be Disposed Of,” which the Company will adopt prospectively as 
required in fiscal 1997. Pursuant to this Statement, companies are required to investigate potential impairments of long-lived assets, 
certain identifiable intangibles, and associated goodwill, on an exception basis, when there is evidence that events or changes in 
circumstances have made recovery of an asset's carrying value unlikely. An impairment loss would be recognized when the sum of the 
undiscounted expécted future net cash flows is less than the carrying amount of the asset. The adoption of SFAS 121 is not expected to 
have a significant impact on the Company’s financial position or results of operations. 


Reclassifications j 
Certain 1995 and 1994 balances have been reclassified to conform to the 1996 presentation. 


NOTE 2 - ACQUISITION 


On December 8, 1995, the Company acquired all of the worldwide trademarks and other intangible assets relating to the sale of 3-IN-ONE 
brand lubricating oil products from Reckitt & Colman, Inc., a Delaware corporation, Reckitt & Colman (Overseas) Limited, an English corpo- 
ration, and other affiliates of Reckitt & Colman P.L.C., an English corporation, (collectively, Reckitt & Colman) under an asset purchase and 
sale agreement. The acquisition of assets included inventory and the rights to manufacture, sell, and distribute this product line. No other 
physical property, plant, or equipment was acquired. The Company paid cash in the amount of $15,047,000 for the trademarks and other 
intangible assets and approximately $400,000 for inventory. None of the funds required for the acquisition were borrowed. Accumulated 
amortization of goodwill at August 31, 1996 and the related amortization expense for the year then ended was $732,000. 


NOTE 3 - SELECTED FINANCIAL STATEMENT INFORMATION 


August 37, 
1996 1995 
inventories: 
Raw? Material SessowesstescascspseconcascuaesensnttonenrecesssvacesnavconncoepeponecouonnasencecoaRexonseveaceney $ 333,000 $ 373,000 
FiMiSHEM QOOGS csascssxasesvesvanccnesvssauereoricvavesensersoxervenssconsavesesrtecghasveyonebrvsheecnverssoces 3,534,000 2,197,000 
$ 3,867,000 $ 2,570,000 
Property, plant and equipment: 
[FAI UI eee ttenes mnt Mint cara co WSe gs \eaateagwananoncaus tin puna antQnssa deen ena coua nierepeanassrenneson? $ 254,000 $ 254,000 
BULAN GpanCviMOnOVEMMIENtSerpeccssucesuseeressatevedsceprraveursaravncecersescacacanre ierameadertnenacess 1,746,000 1,721,000 
Machinery and Quip Ment <s.cncecrcevevcccensseyexenemppoccsncosversvecsrsessvanconscacerecthecenteances 5,141,000 4,529,000 
7,141,000 6,504,000 
ACCUMULATE CEPrEClatiOnl) sccuscesvorscnanachencpesencenpnepnssvacoexsponosenavexexssoeeuoneseenevsusarercuassphogeene> (3,203,000) (3,037,000) 


$ 3,938,000 $ 3,467,000 


NOTE 4 - BUSINESS SEGMENT AND FOREIGN OPERATIONS 


The Company operates in one business segment - the manufacture and sale of multi-purpose lubricants principally through retail chain 
stores, automotive parts outlets, and industrial distributors and suppliers. 


Information regarding the Company's operations in different geographic areas is summarized below. WD-40 Company (U.S.) includes all 
domestic and intercompany sales, as well as sales to the Caribbean, Mexico, South America, and the Pacific Rim, except for Australia and 
New Zealand. WD-40 Company (U.S.) export sales were $18,163,000, $13,413,000, and $10,663,000 in fiscal 1996, 1995, and 1994, 
respectively. WD-40 Company Ltd. (U.K.) includes sales to Europe, the Middle East, and Africa. WD-40 Products (Canada) Ltd. and WD-40 
Company (Australia) Pty. Ltd. are included in other foreign subsidiaries. Substantially all sales by these operations are to customers within 
Canada, Australia, and New Zealand. ; 
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Year ended August 31, 
1996 1995 1994 
Net sales: 
WD-40 Company s(U-S.) ..nccussevcassscscascctasnsetievettectazesgericass $ 93,487,000 $_ 86,547,000 $ 83,550,000 
WD-40 Company Ltd. (U.K.) ....cceccccseeecesssesenestesteeesseeeeees 29,949,000 24,116,000 20,129,000 
Other foreign Subsidiaries csvssvcsvccsscssvostscsceascttessscacdsnese 8,751,000 6,978,000 9,577,000 
INtercOMPAaNy. cerersss...........cdscensusuvacsdiosaveasaesnvauautanvareelseee (1,275,000) (865,000) (1,090,000) 


$ 130,912,000 


$ 116,776,000 


$ 112,166,000 


Year ended August 31, 
1996 1995 1994 
Operating profit: i 
WD-40 Company (U-S.) .....ctisssscaxteressvesctestosuccesecsivevsvies — $ 22,352,000 $ 23,391,000 $ 24,480,000 
WD-40 Company Ltd. (U-K.) scisscessecsevedsuncevertenvansacesasscizs 8.134000 j 6,693,000 ; 5,462,000 
Other foreign subsidiaries .........ccccccecccecceecscceesssecseeeeeee 2,190,000 1,398,000 2,441,000 
Interest incOMe, Met.c....... cccvuussedcceatcderceyasszosiveccusccacce 398,000 1,118,000 621,000 
Other income, Met ...%......--akeeiWerescenssveQsvcorsvani eaonsessensnees 338,000 53,000 107,000 
Litigation settlement ........ssecsccsswteusctessousenaxecasacehcanendaties (12,628,000) 
IncomerbeforesincCOmontaxe Simmeaesecsnergveswcccsresmesereenstinserateorteaee $ 33,412,000 $ 32,653,000 $ 20,483,000 
August 31, 
1996 1995 1994 
Identifiable assets: 
WDA OFC OMpanyvaUEG>)rmneutantte tesneranenterecesttetencreetientten $ 44,876,000 $ 45,587,000 $ 42,421,000 
NUD-AtO Corman) Link, (Ue aguossose oper One pacetters: 14,949,000 12,443,000 8,810,000 
Othe rafOeGneSUDSIGIanic Sameen eine weremeeteere ee ceee eretrescey Stare 1,833,000 1,549,000 3,641,000 


$ 61,658,000 


NOTE 5 - INCOME TAXES 


The provision for income taxes includes the following: 


1996 
Current tax provision: 


United States $ 6,812,000 


State 1,818,000 
Foreign 2,866,000 
Total current © ©. xittsbcigsaccteanveasessstecausevcassceres 11,496,000 

Deferred tax provision (benefit): 
Witite dy States seers mese tts, ctaanetaeencacscteeecceacvomecimrnstancee ieee es 563,000 
FOVG1O Mikccse:-stca. toes = oh cepvswicanecpuo nen scas paceetsuacinancc cane ances 56.000 
Total deferred” sscussscccsrrccervatnatasacaticas Veuve Aersens heres 619,000 


$ 12,115,000 
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$ 59,579,000 


Year ended August 31, 


1995 


$ 8,021,000 


1,971,000 


2,995,000 


12,987,000 


(792,000) 


5,000 


(787,000) 


$ 12,200,000 


Rie Epes ON Reet, 


$ 54,872,000 


1994 


$ 3,531,000 
1,600,000 
2,796,000 


7,927,000 

(131,000) 
4,000 

(127,000) 


$ 7,800,000 


NOTES TO CONSOLIDATED FINANCIAL STATEMENTS 


i 


Deferred tax assets included in other current assets are comprised of the following: 
August 31,1996 August 31,1995 


Accrued employee benefits sscssssassavvrecsscsoncssvsessoncossssnceovgersesauicacstersencevcenesenenseacenteensncosess $ 375,000 $ 329,000 
Statesin Come taxeSy........vvarsavserausersavcsvwaanwassvoncascereeanbuccvanseseevevussnccuncossadsonasadopuacneetsesosaene 273,000 275,000 
RESArveS and allOWAaNlCe Scvcccstaccssdccanesedoxessvavacavedopcsunnsueavustesdusassestvavss’ vmnaquetehsbsendaieneetessene 104,000 180,000 


$ 752,000 $ 784,000 


Long-term deferred tax assets and (liabilities) included in other assets are comprised of the following: 
| August 31,1996 August 31,1995 


Depreciatlo nme eee or abaraby i cones pNTebonepeusa teen sia ieds ponerduncciovenreecaneenbhaceseensacedapsourovadess $. (283,000) $ (216,000) 
FOreignstaxt cred ities isch srcessess, 586,000 
Deferred compensation 395,000 362,000 
Ot ein aaa cao dupay onto ences eebansonrcens at erennernay enivi CcenesAGeneRReTaNOANG : 118,000 85,000 


$ 230,000. $ 817,000 


A reconciliation of the provision for income taxes to the amount computed by applying the statutory federal income tax rate to 
income before income taxes follows: 


Year ended August 31, 
1996 1995 1994 

Amount computed at U.S. statutory 

federal iratelccrsst.c-co1sceccsssehanevohapuaunnnses etaansareesesavesevananans $ 11,694,000 $ 11,429,000 $ 7,169,000 
State income taxes, net of federal 

Denetitqee ee . ; 1,182,000 1,235,000 1,040,000 
Affordable housing credits ...........00++ (499,000) — (111,000) (85,000) 
Competent authority refund ........ccc RO (345,000) 
OU ha eee ect On Ua ese pan gnasspauenen treanpererereutenyenteneenidehTomeenas (262,000) (353,000) 21,000 


$ 12,115,000 - $ 12,200,000 $ 7,800,000 


Income taxes paid in fiscal 1996, 1995, and 1994 amounted to $12,329,000, $11,643,000 and $9,221,000 respectively. 


NOTE 6 - STOCK OPTIONS 

The Company has an incentive stock option plan whereby the Board of Directors may grant officers and key employees options to purchase 
an aggregate of not more than 440,000 shares of the Company’s common stock at a price not less than 100 percent of the fair market value 
of the stock at the date of grant. Options are generally exercisable one year after grant and may not be granted for terms in excess of ten 
years. At August 31, 1996 options for 148,453 shares were exercisable and options for 140,700 shares were available for future grants. 


A summary of the changes in options outstanding under the Company's Stock Option Plan during the three years ended August 31, 1996 is 
as follows: 5 
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Number of Option price 
shares per share 
Outstanding at AUGUSE 31, 1993. ciccovcovanvesevevusvvarsatesdevcctesscistvevsorescets aBecidcanedestadeladcsaveudse 132,596 $24.50 - $40.00 
Options granted ... stecassassotisistseersisucsvsuscacssvtsccetasdeaceeuthscatsaSiatadetasedeoneig Logie cess 54,700 $47.50 
Options exercised .......:. cceseversceevacciscrcsatdgoveraiakeulsscaieentssGdcaguveMavoeovevonseesnteeses % (30,965) $24.50 - $40.00 
Options canceled’ s........ ctecussavestecsosacasavstauwasvasieressudvecsntedscnuatsudavecaveskecuituevvarneventee (7,011) $30.88 - $47.50 
OUTSTANC MGRAtAUGUStE SA 1994 eeeenenrec ae cetursacsenncersuenecenseancettneccianaurecrctsncconeniaeri¢ hase 149,320. $24.50 - $47.50 
OpulOMsaqnante diet emetee stares cuspuetensvvsetetivssuactincceemeimaapamnssraece assonenckiteseevesstnstes 58,900 $42.50 
Options exercised 10. -..--teeucswapancosecpsynksitcoaensadicon shnueseaceweevbec oxasacoeskansastonuess (10,180) $30.68 - $40.00 
OPLlOMS CAaNCeled cx pe. sp. =... <+---reppnoncnniinns nsAasoavaceswapkoseanpeueas ieencsuaes aseepnvecaseteveseuvaantet (5,381) $40.00 - $47.50 
Outstanding) at AUGUST 31, 1995 crsscsocsostsnevusnaseuasescsnverencsacacessexroaboatevsesest seastea sasiansa@coss 192,659 $24.50 - $47.50 
Options granted) .......-..cdsicatdcvesssivavevevevarcassonsvecuotess aa 62,400 $42.38 
Options exercised ......... sevacsecscvsevcvansvensvscaconscavessen Wie (22,696) $24.50 - $42.50 
Options canceled ...........0... ; (11,497) $42.38 - $47.50 


OutstancingkattAugustsd list 99 Gu vysewessesnepesssexspeatonvapecettereteaecetnenssexenaerars seacectsesevententeress 220.866 $24.50 - $47.50 


NOTE 7 EMPPOYEE BENEFIT PEANS 


The Company has a combined Money Purchase Pension Plan and Profit Sharing Plan for the benefit of its regular full-time employees who 
meet certain minimum criteria. The Plans provide for annual contributions into a trust to the extent of 10% of covered employee compensa- 
tion for the Money Purchase Pension Plan and as approved by the Board of Directors for the Profit Sharing Plan, but which may not exceed 
the amount deductible for income tax purposes. The Plans may be amended or discontinued at any time by the Company. Contributions 
charged to income under the plans for fiscal 1996, 1995, and 1994 approximated $1,029,000, $1,029,000, and $987,000, respectively. 


The Company has a Salary Deferral Employee Stock Ownership Plan whereby regular full-time employees who have completed at least one 
year of service can defér a portion of their income through contributions to a trust. The Plan provides for Company contributions to the 
trust, as approved by the Board of Directors, equal to fifty percent or more of the compensation deferred by employees, but not in excess of 
the amount deductible for income tax purposes. Company contributions to the trust are invested in the Company's common stock. The Plan 
may be amended or discontinued at any time by the Company. Company contribution expense for fiscal 1996, 1995, and 1994 was approxi- 
mately $118,000, $104,000, and $118,000, respectively. 


The Company has agreed to provide fixed retirement benefits to certain of its key executives. The Company's gross liability related to these 
agreements approximates $2,461,000 of which $954,000, representing the present value of these obligations to employees for service 
through August 31, 1996, has been accrued. 


The Company has life insurance policies on certain of its key executives. As of August 31, 1996, the aggregate cash surrender value of 
these policies is $1,421,000 which is included in other assets. Keyman Life Insurance Premiums paid by the Company in fiscal 1996, 1995, 
and 1994 were $46,000, $91,000, and $91,000, respectively. 

NOTE 8 - INVESTMENTS 

Effective September 1, 1994, the Company adopted Statement of Financial Accounting Standards No. 115, “Accounting for Certain 
Investments in Debt and Equity Securities.” Investments subject to the standard are required to be carried at fair value, unless they are 
held-to-maturity. Adoption of this accounting treatment had no effect on the Company’s financial position or results of operations as all of 


the Company’s investments that are subject to this standard are classified as held-to-maturity and are carried at amortized cost. 


Following is a summary of held-to-maturity securities all of which mature in one year or less: 


WD-40 COMPANY ANNUAL RUE Peon T 


NOTES TO CONSOLIDATED FINANCIAL STATEMENTS 


Held-to-Maturity Securities 


Gross Gross Estimated 
Unrealized Unrealized Fair 
Cost Gains Losses Values 
August 31, 1996 


U.S. Corporate S@CUTItICS .....ccssccerecesssrssseoessecseesenese $ §©104,000 $ © 6-0- $° -0- $ 104,000 


Held-to-Maturity Securities 


Gross Gross Estimated 
Unrealized Unrealized Fair 
Cost Gains Losses Values 
August 31, 1995 
UsSs TreaSUry S@CULItIGS <esv....s..cr-:--.--stsxwcatbocxeressuved $ 5,883,000 $ 171,000 $ 1,000 $ 6,053,000 
State and local government securities ...........cccscseeees 5,045,000 1,000 13,000 5,033,000 
U'Ss Corporate SOCULITICS .Yesss:...-...1... caoueseadsotertovenums 2,299,000 42,000 2,341,000 


$ 13,227,000 $ 214,000 $ 14,000 $ 13,427,000 


NOTE 9 - LONG-TERM INVESTMENT AND RELATED DEBT 


On August’ 31, 1993 and December 13, 1994, the Company purchased partnership units in an affordable housing tax credit fund for 
$3,000,000 and $2,000,000, respectively. The Company’s decision to invest in the fund was due to the favorable tax credits that are avail- 
able over the investment period of 15 years, subject to certain tax restrictions. The investment is accounted for at historical cost, amortized 
on a straight-line basis over 15 yéars. Amortization expense for the years ended August 31, 1996, 1995, and 1994 was $333,000, $333,000, 
and $289,000, respectively. 


The Company entered into seven-year promissory notes to fund its investments in the affordable housing tax credit fund. Each note is 
secured by the corresponding investment and bears interest at 7.0%. Interest and principal payments on each note are $559,000 and 
$370,000, respectively, due annually each January through 2000. Huge paid in fiscal 1996, 1995, and 1994 was $270,000, $314,000, 
and $98,000, respectively. 


NOTE 10 - BANK LINE OF CREDIT 


In April of 1996, the Company obtained an unsecured line of credit with a commercial bank which is subject to renegotiation on an annual 
basis and expires on February 1, 1997. Under the terms of the credit agreement, the Company may borrow up to $5,000,000 at the bank’s 
prime rate (8.25% at August 31, 1996), or LIBOR plus 2.5% if a minimum of $100,000 is borrowed. The credit agreement requires the 
Company to maintain certain minimum income levels and meet certain other restrictive covenants. There were no borrowings on this line at 
August 31, 1996 and the Company was in compliance with all covenants of the credit agreement at August 31, 1996. 


NOTE 11 - SETTLEMENT OF LITIGATION 


In February 1989, an action was filed against the Company in the Superior Court of California by eight former commissioned sales represen- 
tatives. The plaintiffs alleged that their contracts were wrongfully terminated when the Company replaced all of its United States commis- 
sioned sales representatives with an in-house sales force. In January 1992, a jury awarded the plaintiffs damages for breach of contract in 
the amount of $10,291,000. Subsequent to the California Supreme Court’s denial of the Company's petition tor review in April 1994, the 
Company paid the original judgment, accrued interest and court costs of $12,628,000 in final settlement of this matter. 


NOTE 12 - COMMITMENTS AND CONTINGENCIES 
The Company is party to various claims, legal actions and complaints, including product liability litigation, arising in the ordinary course of 


business. In the opinion of management, all such matters are adequately covered by insurance or will not have a material adverse effect on 
the Company’s financial position or results of operations. 
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The Company was committed under certain noncancelable operating leases at August 31, 1996 which provide for the following future mini- 
mum lease payments: 1997, $143,000; 1998, $83,000; 1999, $37,000; 2000, $2,000. Rent expense for the years ended August 31, 1996, 
1995, and 1994 was $273,000, $192,000, and $154,000, respectively. 


NOTE 13 - SUBSEQUENT EVENT 


On September 23, 1996, the Company declared a cash dividend of $.62 per share payable on October 30, 1996 to shareholders of record on 
October 10, 1996. 


QUARTERLY FINANCIAL INFORMATION (UNAUDITED) 


The following table sets forth certain unaudited quarterly financial information for each of the two years in the period ended August 31, 1996. 


Net Gross Net Earnings 

Quarter ended: Sales profit income per share 
November 30, 1994 $ 29,769,000 $ 17,133,000 $ 5,519,000 See 
February 28, 1995 s.escsssecesncssnecwassrectvs 29,389,000 17,092,000 5,608,000 73 
May, 31), 1995ys.....7.....0-....-..sasusntexcoes 29,916,000 - 16,696,000 4,896,000 63 
August 31, 1995 ........cce ScSvepious sksiusecakeovenabararscteteus 27,702,000 15,626,000 4,430,000 58 

$ 116,776,000 $ 66,547,000 $ 20,453,000 $ 2.66 
November 30, 1995 $ 27,612,000 $ 15,926,000 $ 5,266,000 $ 68 
February 28, 1996......, : 35,080,000 19,980,000 » 5,883,000 Yel 
MERCH, WES ndeccsehrroncor ear 34,228,000 18,744,000 5,036,000 65 
AUQUSTES TEM DOGS ect contucapeanat csseaiucss aon paasiovarstevessiieacseus . 33,992,000 18,337,000 5,112,000 66 

$ 130,912,000 - $ 72,987,000 $ 21,297,000 $ 2.76 
STOCK INFORMATION 

Fiscal 1996 Fiscal 1995 

Period: High Low Dividend High Low Dividend 
FinSteQuarter Sars pte cclecrsas mecscecsetaatetnssvcaneenapeseonteeonns 42 3/4 38 3/4 62 43 5/8 41 1/2 60 
SOCONGROUa WG ler gresscncseeansnecsaatenenensseratesscsRa reece paen tras wpe 49 40 1/2 62 44 3/4 39 60 
UNIGCLOUATUGK.. sapeacsusassevepesseonssecencerararcatecteteattestecnactanes 49 1/2 45 3/4 62 44 1/4 39 .60 
ROU KEE QUAI Let Rttesscescracesettoaecastss on reeecntes noe rcatammonecen 48 1/2 41 3/4 62 44 3/4 41 1/4 62 


The high and low closing prices are as quoted in the Wall Street Journal. 
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MANAGEMENT’S DISCUSSION AND ANALYSIS OF FINANCIAL CONDITION 
AND RESULTS OF OPERATIONS 


WD-40 Company (US) 


1996 vs 1995 ; 

Net sales reached yet another record high of $92.2 million, an increase of $6.5 million or 7.6% over the previous year. Domestic net 
sales increased a modest $2.5 million or 3.4% due to the ebb and flow of business in our retail environment. Export sales to Latin America 
and the Pacific Rim continue to grow at a very rapid rate. Sales to these areas are now $18.2 million, up 36% from last year. These export 
sales now account for approximately 20% of the U.S. total. 3-IN-ONE sales accounted for $2.5 million of this gain. 

Cost of product sold continues to escalate as a percentage of sales and was 46.1% versus 43.9% in fiscal 1995, Increases in raw 
material and component costs and higher costs for Se packaging, combined with an increase in export sales which carry a lower 
gross margin accounts for the increase. 

Selling, general, and administrative expenses as a percentage of net sales were 20.2% versus 19.7% in fiscal year 1995. A general 
increase in overheads, higher legal costs, and the establishment of our national computer network and disaster recovery plans were the 
reasons for these higher expenses. 

Advertising expenses as a percentage of net sales were stable at 8.8% versus 9.1% last year. 


1995 vs 1994 ; 

Net sales reached another record high of $85.7 million, an increase of $3.2 million or 3.9% over the previous year. Domestic net 
sales showed a modest gain of $485,000 or 0.7% as the retail segment of the marketplace continued to be sluggish. Export sales to the 
Pacific Rim and Latin America, on the other hand, hit $13.4 million, up almost 26% over fiscal 1994. 

Cost of product sold as a percentage of net sales increased significantly to 43.9% versus 42.0% in fiscal 1994. Inflationary pres- 
sures and higher costs associated with promotional packaging accounted for this steep rise. 

Selling, general, and administrative expenses increased by $1.1 million, and as a percentage of net sales was 19.7% versus 19.1% 
the prior year. This increase is also primarily attributable to inflation which impacted many of our overhead items including compensation 
and shipping charges. 

Advertising and sales promotion expenses increased $254 thousand over fiscal 1994, equating to 9.1% of net sales versus 9.2% in 
the prior year. 

Primarily as.a result of the inflationary trend in operating expenses, operating income was off $1.1 million or 4.5% compared 
to fiscal 1994. However, net income increased more than 100% because of the $12.6 million legal expense incurred in fiscal 1994. 

(See Note 11.) 


WD-40 Company Ltd. (UK) 


1996 vs 1995 

Net sales increased across all of the subsidiary’s territories by $5.8 million, or 24.2%, even though the currency exchange rate was 
a negative 3% for the year. Prime European sales increased 53%, Eastern European sales were up 43%, and sales in the Middle East 
increased 10%. 3-IN-ONE sales were $2.5 million of this gain. 

Cost of sales increased to 39.8% of net sales versus 38.3% in fiscal 1995 due to a shift in the product range. 

Selling, general, and administrative expenses as a percentage of net sales decreased to 22.5% versus 23.9% in fiscal year 1995 due 
to the increased sales. 

Advertising was on budget at 10.1% of net sales versus 10.1% a year ago. 

Operating income increased $1.4 million or 21.5% primarily due to increased sales and controlled overheads. 


1995 vs 1994 

Net sales for the subsidiary increased $4.0 million or 19.8% over fiscal 1994. This increase was comprised of higher net sales 
across the subsidiary’s entire territory with Prime Europe up 47%, Eastern Europe up 100%, and the Middle East up 15%, These increases 
included a positive currency exchange effect of 5.5%. 

Cost of products sold remained stable at 38.3% of net sales versus 38.2% in fiscal 1994. : 

Selling, general, and administrative expenses decreased as a percent of net sales to 23.9% versus 24.3% in fiscal 1994. This 
decrease reflected increased productivity. 

Advertising and sales promotion expenses also decreased slightly as a percentage of net sales to 10.1% versus 10.4% in fiscal 1994, 
This reflected our ongoing effort to focus advertising expenditures on only the most cost beneficial promotional opportunities. 

Operating income increased $1.2 million or 22.5% over fiscal 1994 as a result of the increased net sales and stable operating costs 
described above. 
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MANAGEMENT’S DISCUSSION AND ANALYSIS OF FINANCIAL CONDITION 
AND RESULTS OF OPERATIONS 


Other Subsidiaries 


1996 vs 1995 ‘ 

Net sales increased $1.8 million or 25% due mainly to the rebound of the retail economy in Canada. 

Cost of product sold as a percentage of sales was down slightly to 48.4% versus 49.1% last year. 

Selling, general, and administrative expenses along with advertising and promotion as a cost of sales was down significantly to 
15.8% versus 20.5% in fiscal 1995 due to the strong rebound in the Canadian sales. 


1995 vs 1994 

Net sales were.down $2.6 million or 27.1% due entirely to Canada where retail sales were extremely soft. 

Cost of product sold was stable at 49.1% of net sales versus 49.0% in fiscal 1994. 

Selling, general and administrative expenses increased to 20.5% of net sales versus 15.8% in the prior year due entirely to the 
shortfall of net sales in Canada. 

Advertising and sales promotion expenses were also up slightly as a percentage of net sales at 10.3% versus 9.7% again due to the 
lower net sales in Canada. 

Operating income was down $1.0 million or 42.7% primarily due to the soft retai! economy in Canada, 


Price Increases ; 

The introduction of CQ2 propellant did increase the cost of product sold and as a result the pricing to our customers was adjusted 
accordingly. : : 

This will impact our sales revenue in North America by approximately 9%, however it will have only a minor effect on net income. 


Cash and Cash Equivalents 

Cash and cash equivalents decreased $4.3 million during fiscal 1996 versus a decrease of $2.4 million in the prior year. Cash pro- 
vided by operations was $18.2 million in fiscal 1996. The decrease of $3.2 million from fiscal 1995 was primarily due to the increase in 
accounts receivable and product inventories. 

Cash used for investing activities totaled $104 thousand at the end of fiscal 1996, compared with short-term investments of $13.2 
million in fiscal 1995. This change is primarily attributable to funds utilized in the purchase of 3-IN-ONE Oil in fiscal 1996. 


Interest and Other Income, Net 


1996 vs 1995 
Net interest income declined $720 thousand due to less funds being available for short-term investment. Other income, net, 
increased $285 thousand -primarily due to increases in international commission income. 


1995 vs 1994 
Interest income, net, increased $497 thousand due to higher interest rates and increased short-term investment balances. Other 
income, net, decreased $54 thousand primarily due to lower exchange gains in the U.K. 


Liquidity and Capital Resources 

The Current Ratio of 3.4-to-one on August 31, 1996, was less than the Current Ratio of 4.5-to-one on August 31, 1995, due mainly 
to the decrease in short-term investments. The Company has notes outstanding on August 31, 1996 for $2.4 million. The proceeds from 
these notes were used to purchase partnership units in a Low Income Housing Tax Credit Fund in fiscal 1993 and fiscal 1994 (See Note 9). 
The Company’s cash flows from operations are expected to provide sufficient funds to meet both short- and long-term operating needs, as 
well as future dividends. Capital expenditures for fiscal 1997 are expected to total approximately $1.2 million principally for replacing aged 
vehicles and updating computer equipment. 
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Beneficial owners may obtain without charge a copy of WD-40 Company’s annual report on Form 10-K filed with the Securities and 
Exchange Commission for 1996 by writing to the Secretary, WD-40 Company, P.O. Box 80607, San Diego, California 92138-0607. 


PRIVATE SECURITIES LITIGATION REFORM ACT OF 1995 
SAFE HARBOR FOR FORWARD-LOOKING STATEMENTS 


This Annual Report contains forward-looking statements concerning the Company’s outlook for sales, earnings, dividends and other finan- 
cial results. Such statements are subject to certain risks and uncertainties, including, but not limited to, general economic conditions in 

significant worldwide markets, new product acceptance by end users, product liability and other litigation, and the impact of inflation and 
trade account policies. Readers are urged to carefully review and consider the various disclosures made by the Company which attempt to 


advise interested parties of the factors affecting the Company’s business, including disclosures in this Annual Report as well as the 
Company's periodic reports: on Forms 10-K, 10-Q and 8-K filed with the Securities Exchange Commission. 
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